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The Application of Unit- 
Control Records 


SHELDON R. Coons 
Complete assortments, coupled with high turnover, are essential in the 
face of the needs to increase volume and to make profitable a lower 
average sale. The merchandise manager of a great store shows how 
the intelligent use of unit-control records will accomplish these ends. 


geome control signifies the 
adjustment of stocks to public 
wants and the elimination of unwanted 
merchandise and unwanted prices by 
using information obtained through 
sales and stock records. Unit control 
differs from dollar control in that the 
former involves the compilation and 
analysis of units or pieces of mer- 
chandise rather than of value of the 
investment and sales. The various 
types of control systems give infor- 
mation in regard to the following 
seven factors in merchandise: (1) 
prices—cost and retail; (2) classifica- 
tions; (3) manufacturers; (4) style 
numbers; (5) sizes; (6) colors; (7). 
materials. Records in regard to these 
factors give unit information so that 
every one connected with the depart- 
ment, from the divisional merchandise 
managers down to the salesclerks, has 
some knowledge about the kind of 
merchandise that is selling and the 
kind to buy. 
Types of Control Systems 

The type of control to be used in 
any department depends upon the 
merchandise that is being controlled 
and the use to which the information 
is to be put. The system to be used 
in any instance is that which is the 
least cumbersome and from which the 
most information can be obtained. The 
following types are in use: 


1. Salescheck Control: All of the 
information that is desired by the unit- 
control division is entered on the sales- 
check by the clerk at the time of sale. 
Such information as number, size, 
color, type, and retail may be shown 
readily on the check. 

2. Stub Control: Under this sys- 
tem, a perforated price ticket is used, 
each half of which contains the same 
information. When the article is sold, 
half of the ticket is torn or chopped 
off, and the unit control gets its sales 
information from the stub. 

3. Tickler Control: Inventory books 
are set up with a detailed description 
of each item to be controlled. At 
periodic intervals, heads of stock or 
salespeople take inventory. With this 
count and a_ predetermined model 
stock figure as bases, the buyer or the 
unit-control clerical places reorders. 

A model stock does not necessarily 
signify that a whole department has 
been analyzed and a basic quantity set 


for each item in advance. The buyer - 


in any department, at any time, can 
decide that he wants a certain item 
regularly on hand. To have this, he 
must set a minimum, at which point 
a reorder is necessary, in order to 
have the merchandise arrive before the 
old is sold out. This stock system 
may function in various ways. For 
examplz, the minimum plus the usual 
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reorder quantity gives the maximum 
or model stock. Thus, if a buyer has 
set a model stock figure of 12 on 
National Bank Books, style 20X, at 
49 cents, and the inventory of this item 
shows 5, a reorder for 7 is placed. 

There is some confusion as to the 
nature of this model stock figure. You 
may ask, What is this model stock? 
Where do you get it? Is it not a 
guess? It is the quantity a depart- 
ment really ought to have on hand 
and on order of a given item or of 
an assortment of items. It is a suf- 
ficient supply to last over the period 
of time to get a reorder into thie store, 
to allow a leeway for emergencies, 
and to allow a reorder at economical 
intervals. The time necessary for de- 
livery is important. This element 
varies depending upon where the mer- 
chandise is bought. 

Inventory cards are kept and the 
minimum point is indicated on the card 
as to when the stock should be reor- 
dered. With the time limit and the 
model known, the correct order can be 
placed. These reorders may be pre- 
pared by the buyer or by the unit- 
control office or by some one else in 
the store put in charge of this work. 
The buyer frequently knows nothing 
about the reorders, once the system is 
operating. 

4. Reserve Requisition Control: 
With this type, a record of the actual 
sales is not kept, but as merchandise 
is brought from the stockroom to the 
selling floor by requisition, the requi- 
sition is checked in the unit-control of- 
fice. The amount of merchandise in 
reserve is always known so that the 
reserve can be built up to keep the sell- 
ing floor supplied. 


5. Combination Methods: Each of 
these types of control may be used 
alone, or they may be combined in 
various ways. For example, in the 
china department it has been found 
advisable to use a salescheck control 
with a periodic inventory to check the 
records rather than to keep an exact 
record of breakage and returns. In 
this same department, on certain high- 
priced items that are carried only on 
the sales floor (with nothing carried 
in the reserve stockrooms), the tickler 
inventory system is used. 


Information Obtained From 
Systems 


The function of unit-control sys- 
tems is to help the buyers and divi- 
sional merchandise managers to run 
their departments by giving them sta- 
tistics on their merchandise by units. 
Much vital information can be ob- 
tained by making up the following re- 
ports: 

1. Price-Line Report: This type of 
report gives sales and stock informa- 
tion by classification and retail. It 
shows at a glance where the money of 
the department is invested, where the 
sales occur, which the best selling 
prices are, and where the sales-stock 
ratio can be improved, either by re- 
ducing or by building up a particular 
classification at a particular price. The 
price-line report is usually a weekly 
statement, but is sometimes compiled 
every day. From it monthly price-line 
summaries are drawn off. These can 
be used from season to season to plan 
sales by price line and type. 

Price-lining the department, based 
on these reports, brings these advan- 
tages: 
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1. Increase’ sales, turnover, 
markup, net profit, and good 
will 


2. Decreased markdowns, sell- 
ing expense, number of ven- 
dors, reserve space, stock on 
hand, and shortages 

3. Improved control of stock 

2. Daily Sales Report: In ready-to- 
wear departments, the unit control 
turns out a daily record showing man- 
ufacturer, style, size, cost, retail, sales 
for the day, accumulated sales, and 
stock on hand. Along with this, a fast- 
selling report is issued, which high 
lights the two or three fast sellers as 
shown on the daily sales report. Most 
buyers use this daily report as their 
principal guide in reordering. As an 
example, recently, there was a large 
promotion held in a basement dress de- 
partment. As the price was under 
$3.00, the merchandise manager ex- 
pected a large volume. He kept a rec- 
ord of his purchases by style number 
and size. The unit-control office gave 
him a sales report by size and _ style 
number at noon, at 3 p.m. and at 4 
p.m. The buyer, on the basis of this 
information, placed a reorder by 3 
p-m. and the new merchandise was 
on its way to the store that same after- 
noon. The next morning the regular 
daily sales report was issued, covering 
all of those issued during the previous 
day. 

3. Style Number Report: In de- 
partments where it is necessary to have 
a sales-stock history by style number, 
the unit-control records are kept in 
that way. At any time, the buyer has 
an up-to-date report on every style 
from every manufacturer and can 
guide his buying accordingly. When 


the buyer has decided his model stock 
on any particular item, and when this 
has been approved by the merchandise 
manager, the stock is put on an auto- 
matic reorder basis. The system is 
operated by the unit control, and the 
reorder may be made out either by the 
unit control or by the buyer. 


In house furnishings, permanent 
records are set up giving manufactur- 
er and address, style, cost, retail, terms, 
color, size. The delivery time, the 
minimum stock, and the reorder unit 
are also recorded. The saleschecks go 
through this office before going to the 
warehouse and stockroom; and sales 
are recorded before orders are filled. 
When the stock reaches the minimum 
set, a red signal is placed on the card. 
The unit-control clerk then goes 
through all the cards, ordering the re- 
order unit wherever there is a red sig- 
nal. This is then shown as “on order” 
by a blue signal. When the merchan- 
dise arrives the signals are removed. 


In notions, the only records kept are 
in inventory books. These show the 
minimum and the reorder units. After 
the weekly inventory, the buyer re- 
orders wherever the model requires it. 
Orders and inventory books go to the 
unit-control office where they are 
checked, passed, and sent on to the 
merchandise manager. 

In hosiery, the operation is similar 
to house furnishings, except that the 
unit-control supervisor signs the re- 
orders and the buyer rarely sees them. 

4. Best-Seller Report: Based on 
weekly price-line reports, best-seller 
reports show the weekly fast sellers 
by price and classification. By watch- 
ing the trend closely, the buyer can 
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forecast where his activity will be and 
be better prepared for it. 

5. Vendor Analysis: The unit con- 
trol is able, by keeping a permanent 
record for each manufacturer of style 
number, cost, retail, and markdowns, 
to give a record of the profit or loss 
obtained on the merchandise of every 
vendor dealt with by a department. 
This record is a detailed account of all 
merchandise sold during the season, 
its total cost, retail, gross margin, and 
gross-margin percentage and stock re- 
maining on hand. By means of this 
analysis, the buyer can easily deter- 
mine with which manufacturer his 
volume is concentrated, where his best 
profits were obtained, where his great- 
est losses occurred, and where each of 
these is likely to occur again. The 
vendor analysis is one of the most im- 
portant aspects of unit control. 

6. Inventory Report: Unit control, 
by a regular check up of actual physi- 
cal stock, can keep its record up-to- 
date, and at the same time give the 
buyer and merchandise manager a bet- 
ter picture of the department. It shows 
season letter of the merchandise, con- 
dition of the stock, and “as is” mer- 
chandise that should be removed, 
marked down, or otherwise disposed of. 

7. Color Report: Based on the sales 
records of various ready-to-wear de- 
partments, the unit control can issue 
a weekly color report which is avail- 
able to all allied departments. This 
report shows actual percentages of 
sales in each color and the trend from 
week to week. A color report of stock- 
on-hand should be checked against 
the sales report to bring the stock into 
better proportion to the sales. The 
color report is also valuable in show- 
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ing when a color is losing or gaining in 
popularity. It allows the buyer to 
mark-down promptly the colors whose 
sales are falling or to build up the 
stock in the colors that are increasing 
in importance. 

8. Size Report: By means of a re- 
port compiled every few months, the 
unit control can show the percentage 
of sales by size in all ready-to-wear 
departments. This allows the buyer to 
keep his stock in approximately the 
same proportion. Such a size percent- 
age chart is also valuable in buying 
merchandise for larger promotions. 

9. Periodic Slow-Selling Report on 
New Merchandise as Well as on Prior 
Stock: In ready-to-wear, reports on 
merchandise, bought during the cur- 
rent six-month season but selling more 
slowly than desirable, are very helpful. 
The buyer can eliminate the poorest 
merchandise by taking small reduc- 
tions at the height of the season, rather 
than by taking large reductions on the 
same merchandise at the end of the 
season. 

10. Report on Style Trends: The 
style of a dress sold, such as the neck- 
line (V neck, square neck, rounded 
neck), or the kind of fur trimming 
on coats, can be shown by sales per- 
centages from week to week and the 
trend determined. In all sales records 
of this kind, stock records must ac- 
company them or the buyers must 
know that their stocks are complete. 
Otherwise, the sales picture is not a 
sufficient guide. Thus, if sales in V- 
neck dresses drop sharply from one 
week to the next, it is essential to 
know whether the stock was complete. 
If the stock was incomplete, the drop 
in sales was probably caused by the 














lack of assortments rather than by a 
change in demand. A buyer must 
watch this point or he may assume 
erroneously that a style is on the wane. 
By watching want slips in connection 
with incomplete stock, the buyer can 
see if the demand for this type is in- 
creasing or remaining constant. 

11. Report on Floor Samples: In 
such merchandise as house furnishings 
and furniture, where merchandise is 
sold from sample, the unit control can 
notify a buyer when a sample has 
been removed from the floor. Where 
items are numerous, the sample may 
be sold from the floor and, if the con- 
trol is not very close, a new sample 
may not be placed on the selling floor 
for a long period of time. 


12. Item Report: The unit control 
may give a complete report as to all 
the items carried, both sales and stocks, 
that can be checked against the com- 
parison-office report in regard to the 
same department in other stores in the 
city. Such a study allows new items 
to be brought in and some old ones 
eliminated, especially if the sales re- 
ports prove that these items are not 
very active. 


The Limitations of Unit Control 


In spite of the many advantages of 
unit control obtained by means of the 
reports outlined, it has limitations. The 
value of the information is in all cases 
limited to the use made of it. This 
may sound like a platitude, but a per- 
son who is not actually connected with 
merchandise control cannot realize how 
difficult it is to have a buyer change 
from his old-established customs and 
make use of information which had 
never been previously supplied to him. 
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The buyer very often feels that he is 
being limited and hampered by unit- 
control records. He is really being 
liberated from routine because he can 
put his staple business on an automatic 
basis and need only review it occasion- 
ally. If unit-control records are not 
taken advantage of, the buyer finds his 
time constantly tied up in reordering 
staples and seeing that the basic stock 
is always on hand. 

Each buyer and divisional merchan- 
dise manager looks at unit-control in- 
formation in a different light and each 
takes advantage only of the informa- 
tion which appeals to him. One per- 
son may use nothing but a daily sales 
report, another may spend his time 
only on slow-selling reports, while a 
third may disregard all the informa- 
tion supplied him and continue as he 
has always done before. Constant 
pressure and a series of follow-up re- 
ports are necessary to prove to this 
last type of person the value of the in- 
formation being supplied to him. Con- 
stant education of buyers and mer- 
chandise men as to the type of reports 
being prepared, and the way they can 
best be used, is necessary at all times. 
Much effort is involved in turning out 
this information but even more is 
necessary to have the information used 
properly and completely. The chief 
limitation of unit control is that execu- 
tives ¢ften fail to use the information 
it provides. 

Unit control is a valuable merchan- 
dising guide. It will do all the things 
discussed above. It has a hundred 
uses in the hands of the person who 
understands it, but it will not solve 
all merchandising problems. What re- 
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tailing needs today is what is called 
“dyed-in-the-wool merchants.” People 
who have an instinct for merchandise, 
a love for it, executives who sense 
what customers will want to buy and 
when they will want it. No reports 
can provide this information. The 
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only thing that will do that is imagi- 
nation. The buyer must be able to 
recognize merchandise opportunities 
when they come, to grasp them, and to 
convert them into cash. Unit control 
is a useful tool to direct such creative 
merchandising into profitable channels. 


Buying and Merchandising ‘Division 





An “All-American” Department Store 


Joun W. WINGATE 


Specific selling departments that leading merchandise managers find 
to be outstanding are listed in this article. 


He readiness of merchants to ex- 
T change information and to go to 
school to one another is the outstand- 
ing characteristic in modern retailing. 
An important example of this attitude 
is the tendency of merchandise man- 
agers and buyers to acquaint them- 
selves with the operations of depart- 
ments in other stores. A broad knowl- 
edge of what leading stores are doing 
in merchandising and in promoting 
their selling departments is of great 
assistance in improving operations at 
home. 

In conversation with 
ing executives, it is surprising how 
often specific departments in certain 
stores are referred to as being par- 
ticularly worthy of study and emula- 
tion. In order to determine whether 
or not there was general agreement 
as to outstanding departments, mer- 
chandise managers in leading stores 
were questioned as to their opinions. 
It was made clear that the term “out- 
standing” in this connection does not 
denote a strict basis of rating, such 


merchandis- 


as volume, profits, assortments, pub- 
licity, and service. No one, no matter 
how thorough his knowledge of retail 
stores, is in a position to choose a one 
best department. Not only is the 
knowledge of any one observer limited 
to a few stores, but his basis of judg- 
ing excellence varies from that of other 
observers. 


Certain Departments Widely 
Known 

After all this is admitted, it is still 
true that certain departments have 
made a marked impression on the mer- 
chandise managers of other stores. If 
five out of fifteen general merchandise 
managers in large stores in all parts 
of the country name the same store as 
outstanding in its operation of a cer- 
tain department, there is no question 
that here is a department worthy of 
study. 

The questionnaire submitted to lead- 
ing merchandise managers covered 
twenty-seven departments, the volume 
of which generally represents over 80 
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per cent of that of the entire store. 
These were all main-store departments 
as distinct from those of the basement 
stores that carry similar lines to those 
upstairs. A report on outstanding 
basement stores will be prepared at a 
later date. 

Answers giving sufficient detail for 
compilation were received from fifteen 
merchandise managers, representing 
the following stores: The Bon 
Marché; Wm. Filene’s Sons Co. ; Gil- 
christ Company; Gimbel Brothers 
(New York and Milwaukee stores) ; 
The Halle Bros. Co.; The Hecht Co. 
(Washington and New York stores) ; 
Joseph Horne Co.; J. L. Hudson Co. ; 
La Salle & Koch Co.; Sanger Broth- 
ers; Saks & Co., Inc., Fifth Avenue; 
William Taylor & Son; John Wana- 
maker, New York. 

This representation is admittedly a 
small sample of the leading stores who 


Name of Department 


Silks and Velvets 
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were invited to give opinions. But fif- 
teen well-known experts form a large 
enough group to reach conclusions of 
more than passing interest. Many that 
did not contribute wrote that they 
were not sufficiently familiar with 
other stores to warrant their partici- 
pation. 
Outstanding Departments 

The following table lists the twenty- 
six departments and one or two 
stores for each that received the most 
votes. The number of votes is indi- 
cated in parentheses. A second choice, 
when indicated, is counted as one half 
a vote. When it is remembered that the 
choice was limited only by the bounds 
of the United States and that no mer- 
chandise manager knew what the opin- 
ions of others were, it would seem 
significant if one department in a 
store is mentioned by as many as three 
different people. 


Names of Stores Doing Outstanding Jobs 
B. Altman & Co., New York (5%); R. H. Macy & 


Co., Inc., New York, (3%) 


Wool, Cotton, and 
Rayon Dress Goods 

Linens and Domestics 

Toilet Goods and 
Drugs 

Notions 

Jewelry 

Small Leather Goods 

Women’s and Misses’ 
Dresses 

Women’s and Misses’ 
Coats 

Women’s and Misses’ 
Hosiery 

Silk and Muslin Un- 
derwear 

Corsets and Brassieres 


R. H. Macy & Co., Ine. (4) 
Marshall Field & Co., Chicago (2) 


R. H. Macy & Co., Inc. (5%) 

R. H. Macy & Co., Inc. (5%) 

Marshall Field & Co. (4%) 

Saks & Co., Inc., Fifth Avenue, New York (64) 
Wm. Filene’s Sons Co., Boston (6%) 

Joseph Horne Co., Pittsburgh (3) 

J. L. Hudson Co., Detroit (5) ; Saks & Co., Inc. (3%) 


R. H. Macy & Co., Inc. (4) 
Bonwit-Teller & Co., New York (11) 
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Name of Department 


Women’s Shoes 
Millinery 
Juniors’ 
Wear 
Infants’ Wear 
Men’s Clothing 
Men’s Furnishings 


and Girls’ 


Men’s and_ Boys’ 
Shoes 


Boys’ Wear 


Furniture 
Rugs and Carpets 


Draperies, Curtains, 
and Upholstery 


China and Glassware 


House Furnishings 
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Names of Stores Doing Outstanding Jobs 


Saks & Co., Inc. (12%) 

R. H. Macy & Co., Inc. (3) 

Best & Co., New York (7); Wm. Filene’s Sons Co. 
(3%) 

Best & Co. (5); J. L. Hudson Co. (4) 

Marshall Field & Co. (3) 

R. H. Macy & Co., Inc., and Marshall Field & Co. 
(3 each) 


Marshall Field & Co. (3) 

R. H. Macy & Co., Inc., and Marshall Field & Co. 
(4 each) 

R. H. Macy & Co., Inc. (7) 

B. Altman & Co. (7); James A. Hearn & Son, New 


York (4) 


R. H. Macy & Co., Inc. (5) 

Marshall Field & Co. (5%); R. H. Macy & Co., Inc. 
(4) 

R. H. Macy & Co., Inc. (6) 

Marshall Field & Co. (4); R. H. Macy & Co., Inc. 





Toys 
(3%) 


A study of the table shows a marked 
agreement in the case of many depart- 
ments. The largest stores in the coun- 
try and the Eastern stores naturally 
show up best in such a computation. 
Most merchandisers are acquainted 
with Eastern stores, even though they 
know only the largest well-managed 
ones in other parts of the country. 
Again, the large stores are always in 
the limelight. It is quite possible that 
in the eyes of an all-seeing impartial 
judge, departments that received no 
mention are the superior. Most store 
executives, however, can study great 
stores in such cities as New York, Chi- 
cago, and Detroit more easily than 
they can observe those elsewhere. 
There are definite advantages, there- 


fore, in having the answers concen- 
trate on the large establishments. 

The fact that the country’s largest 
department stores and departmentized 
specialty stores are mentioned, in most 
instances, shows that the term, “out- 
standing” is associated with the stores 
doing the largest volume in different 
lines. If the table indicated only the 
largest departments, it would still be 
of interest. There is no doubt, how- 
ever, that those participating did not 
consider volume alone. 

Doubtless, many experts will dis- 
agree with these tentative findings, but 
they will probably admit that the stores 
named are doing more than average 
merchandising jobs in the departments 
named. The JouRNAL OF RETAILING 
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will welcome further expression of 
opinion and at some future date may 
be able to present a list more repre- 
sentative of the opinions of best minds 
in the retail field. 





MERCHANDISING THE 
BASEMENT STORE 


With the interest in lower price 

lines, the basement store has taken 

on added importance. The special 

problems of managing a basement 

carrying regular lines are here 
clearly presented. 


The basement store was originally 
conceived as a veritable junk shop 
where cheap, old, and obsolete mer- 
chandise from the main store was dis- 
posed of at the best possible price, in 
the shortest time. Today, instead of 
using this part of the building as an 
outlet for old and slow-selling goods, 
retailers have found that there is a 
class of customers that will readily 
trade in a basement store. 

With this new development in base- 
ment merchandising, there are two dis- 
tinct types of merchandise carried. The 
first type of basement carries merchan- 
dise in regular lines and holds special 
This is the 
most base- 


promotions at intervals. 

direction towards which 

ment stores are turning. The other 

type is the basement store that handles 

job-lot merchandise. 

Regular Lines in the Basement 
There are many reasons for the ten- 


dency of basement managers to carry 
a regular line of merchandise. It en- 
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ables the basement store to secure re- 
peat customers. For example, in the 
basement of one store, the buyer de- 
cided to handle a regular line of hos- 
iery to sell at $1.00. It was believed 
that the large volume, even with a 
small markup, would yield a good prof- 
it. A certain brand of hosiery was se- 
lected and tested in the store labora- 
tory. A placard showing all the fea- 
tures and results of the laboratory test 
was displayed in the hosiery section. 
A special advertisement was run in 
the newspapers to bring customers to 
the store. With each sale, the customer 
received a small pamphlet stating that 
the hosiery sold would be a regular 
number and that the customers could 
get all sizes and colors at any time at 
the same price. The buyer enlisted the 
interest and confidence of the sales- 
clerks and the latter enthusiastically 
sold these stockings to the customers. 
As a result, the store sold about 50,000 
pairs in one year. An advertisement 
is run about once every two months 
to remind people that they are still 
carried. 


Besides enabling the store to secure 
regular customers, the basement store 
can sell its merchandise with less mark- 
downs and fewer returns because the 
merchandise is standard and first 
quality rather than clearance and job 
lots. Job-lot merchandise often results 
in markdowns because of broken as- 
sortments and the prevalence of end 
prices. Since regular merchandise will 
give better satisfaction and require few 
returns, the 
store will be increased. With the mer- 
chandise in regular lines, the sales per- 


customer confidence in 
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sonnel will be able to offer better serv- 
ice to the customers because of their 
thorough knowledge of the merchan- 
dise. The section manager will be able 
to give better service on returns be- 
cause, with his knowledge of the reg- 
ular lines, he will be able to judge 
when the customer has a valid reason 
for making a return. All these aids 
to service will tend to increase cus- 
tomer good will and result in greater 
sales volume and profits in the base- 
ment store. 


The Job Lot in the Basement 


The main advantage of the job-lot 
type of basement store is that it gives 
opportunity for big sales and big days. 
Often good values in job lots are ob- 
tained from manufacturers who are 
in need of capital and are bankrupt. 
In spite of this advantage, there are 
many things which make the job-lot 
type of store unsatisfactory. Large 
markdowns are often necessary on ac- 
count of bad sizes and colors. It is 
difficult for a customer who has been 
satisfied with a purchase of job-lot 
merchandise to get the same thing 
later. The good will created by the 
first purchase is lost by the failure to 
sell the same article later. Again, it is 
becoming increasingly difficult to ob- 
tain job lots when wanted. Increased 
research on the part of manufacturers 
has led to their making fewer mis- 
takes and not having jobs to offer 
when the buyer wants them. All these 
disadvantages of the job lot have in- 
creased the tendency towards regular 
lines for basement merchandise. 

When job lots are bought to supple- 
ment the regular lines, however, the 
buyer must watch the assortments of 
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must 


size and color carefully. He 
remove the unsalable merchandise. The 
price which he will be able to pay for 
the job lot will depend upon the por- 
tion of it that can be sold at a profit. 
There is always a reason for the ven- 
dor’s offering of a job lot; the main 
one is poor assortments. It is some- 
times desirable to purchase a job lot 
that is not entirely satisfactory, but 
that can be made to yield a profit by 
manipulating the retail prices of items 
in the lot. For example, a_ buyer 
wished to buy a job lot which would 
enable him to run a special sale at the 
price of 69 cents. He found 2000 
dozen for a price which would not give 
him sufficient markup if sold at 69 
cents. Accordingly, he examined the 
entire lot and found that he could take 
out of it 500 dozens of exceptional 
quality which he could place in his reg- 
ular stock at a price of 89 cents. He 
could then sell the remainder at the 
sale price of 69 cents and realize a sat- 
isfactory profit. In selling job lots, 
there are several appeals to use in ad- 
vertisements. The most common ap- 
peal is price. Sometimes the job is of a 
branded item which is to sell at an un- 
usually low price. Wherever possible, 
the use of the name of the manufac- 
turer is advised as that often has great 
pulling power. It will often be profit- 
able to the store to pay a slightly higher 
price for the job lot, if the manufac- 
turer will give his consent to allow his 
name to be used in the sale advertise- 
ments. Whenever there is merchandise 
left after a sale of a job lot, it is ad- 
visable to complete the assortment by 
filling in the missing sizes and colors 
and by marking it to sell at regular 
prices. Otherwise, it will be necessary 
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to take big markdowns in order to get 
rid of the remainder of the job. 


Basement and Upstairs Lines 


The chief difference between a reg- 
ular-line basement store and an up- 
stairs store is the price lines carried. 
The usual plan is not to carry cheap 
merchandise in the basement, but 
rather in lower price lines. For exam- 
ple, in one basement store the price 
lines in hosiery are 39 cents to $1.35, 
and the upstairs store’s prices are from 
$1.00 to $4.95. It is rare for both the 
basement and the upstairs store to 
carry the same merchandise. If it 
should happen that the upstairs store 
holds a sale with a cheaper price than 
the basement store for the same ar- 
ticle, one of two adjustments can be 
made: either the basement store can 
mark its merchandise down to the 
same price as the upstairs store, or it 
can remove the merchandise from sale 
in the basement while the sale is going 
on upstairs. The usual method is to re- 
duce the price in the basement to cor- 
respond to the sale price and to return 
to the regular price when the sale is 
over. 


Nationally Advertised Brands 


The question arises as to whether a 
basement store should carry national- 
ly branded items. While not essential, 
these lines will serve to get additional 
business which will be profitable. The 
markup on branded articles is excel- 
lent and higher than the usual depart- 
ment markup. Because the items are 
nationally branded and because the 
manufacturers carry large stocks, it is 
necessary for the store to carry only 
a small but completely assorted stock. 
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Most manufacturers of branded ar- 
ticles will allow the buyer the privilege 
to exchange colors and sizes so that the 
buyer can often avoid markdowns on 
the branded articles. As the stock car- 
ried is usually small it does not occupy 
much space and as a result the rental 
charge against the branded articles is 
small. There is an added advantage of 
the national brands that applies par- 
ticularly to such items as hosiery. The 
irregulars, slightly imperfect merchan- 
dise, lead to good volume because the 
saving to the customer is unusually 
large. Manufacturers of branded lines 
are so strict in the matter of inspec- 
tion, that the irregulars in their lines 
are usually almost first quality. 


The Basement Buyer’s Problem 


With the advent of low prices, 
which are at present about ten to twen- 
ty per cent below last year, the aver- 
age sale is also lower. It is necessary, 
therefore, to sell more units in order 
to realize the same volume of business. 
This makes it compulsory on the part 
of the buyer to be watchful to keep 
his stock low and at the same time 
complete. He must watch market con- 
ditions carefully. He must avoid large 
purchases because much inferior mer- 
chandise is being thrown on the mar- 
ket. Manufacturers have made up a 
great deal of merchandise to sell to 
buyers on a price appeal. It is impera- 
tive that the buyer purchase from 
manufacturers in whom he has confi- 
dence and that he watch style trends. 

The job of the basement buyer to- 
day ranks in importarce with ‘hat of 
the upstairs buyer. He must watch 
the trends of demand and study the 
types of his customers carefully. When 
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he offers merchandise for sale, he must 
build a foundation with good values 
by giving exceptionally good assort- 
ments and by meeting competing 
prices. Above all, the merchandise 
must satisfy. Besides the problems of 
merchandising which confront the 
buyer today, he must take a hand in 
the training of the salespeople as to 
the nature of the merchandise and as 
to the reasons for the retail prices. 
Ofter buyers find it to their advantage 
to show samples of manufacturers’ 
offerings to the salespeople in order to 
get their reactions and to determine 
popular selling prices. This confidence 
which the buyers place in salespeople 
goes a long way towards increasing 
loyalty between buyer and salespeople, 
a factor essential to profitable mer- 
chandising. 
SAMUEL J. Haims 


i 


MAIL-ORDER BUSINESS 
ON THE DECLINE 


The Financial Analysis Service, 
founded by Professor Irving Fisher, 
finds that the mail-order business 1s 
on the decline. The three main factors 
accounting for this trend are given as 
follows: 

1. The drift of population towards 
urban centers reducing the num- 
ber of people dependent on dis- 
tant sources of supply. 

2. The vast growth in mileage of 
improved roads, an increase of 
50 per cent in ten years. 

3. The decline in farm purchasing 
power in terms of manufactured 
goods. 

To offset the decline in their mail- 
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order business, the great mail-order 
houses have been actively establishing 
chain stores. In 1930, Sears, Roebuck 
& Co., had forty-six metropolitan de- 
partment stores and two hundred and 
sixty-six smaller retail stores, many of 
which were tire and automobile ac- 
cessory shops. Montgomery Ward & 
Co. had twenty-three department 
stores and five hundred and eight 
smaller outlets. 


To date, these stores have not en- 
joyed the great progress that was 
augured for them. There are four 
major reasons for their mediocre suc- 
cess. 

1. They were established just be- 

fore a period of serious depres- 
sion. 


2. They attempted to expand more 
rapidly than they could build up 
a trained and intelligent person- 
nel. In many cases local manage- 
ment failed to measure up to 
that of aggressive independents 
and established chains. 


3. Many of the stores are located 
outside the central shopping area 
in order to save rent and have 
had difficulty in attracting the 
buying public to patronize them. 


4. The mail-order chains are hav- 
ing difficulty in mastering the 
problems of inventory control, 
with their many small units. 


While these factors have delayed 
progress, the survey by the Financial 
Analysis Service reaches the conclu- 
sion that, ‘direct contact with the cus- 
tomer will, undoubtedly, provide the 
major part of sales [of mail-order 


houses] during years to come.” 
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Do You Advertise on the Right Day? 


MosELLE KLEEMAN 


Are there psychological factors that make customers prefer to shop in 

certain departments on certain days of the week? This article presents 

the facts in regard to the weekly distribution of store advertising and 
points the way to a further analysis of customer psychology. 


HE advertising manager of a large 
Eastern department store was un- 
able to answer the question of why he 
advertised certain articles of merchan- 
dise on the day of the week he regu- 
larly did. “We arbitrarily selected cer- 
tain days when I first came here and 
we have since followed that plan 
throughout the year. We think it 
works and that is the main thing.” 
Many other advertising managers 
have the same attitude. They think 
that one day is as good as another to 
advertise any article. But is it? Is it 
economical to spend the weekly adver- 
tising appropriation for furniture on 
Monday or would Tuesday be a pref- 
erable day to advertise that depart- 
ment? Is the advertising manager who 
arbitrarily sets aside Monday to adver- 
tise furniture, Tuesday to advertise 
silks, or Saturday to advertise chil- 
dren’s clothes spending his advertising 
appropriation as economically and ad- 
vantageously as possible? 
Research Work Started 
A definite piece of research work on 
this subject is being carried on under 
the auspices of the New York Univer- 
sity School of Retailing. It was de- 
cided first to find out on what days 
the stores were actually advertising 
certain kinds of merchandise in order 


to determine whether individual de- 
partments were given preferences on 
certain days of the week over others. 
The advertisements of fifteen large de- 
partment stores, appearing in the New 
York Times and the New York Sun 
for a period of six months beginning 
with April 1930 and ending with Oc- 
tober of the same year, were studied 
for the merchandise advertised each 
day. A careful record was kept of the 
number of times each article appeared 
on each day of the week. The fifteen 
stores selected were: James McCreery 
& Co., R. H. Macy & Co., Inc., Ar- 
nold Constable & Co., Inc., Russeks 
Fifth Ave., Inc., Bloomingdale Bros., 
Saks and Co., Inc., Gimbel Brothers, 
Inc., Bonwit-Teller & Co., Lord and 
Taylor, Abraham & Straus, Inc., L. 
Bamberger & Co., Stern Bros., Inc., 
Oppenheim Collins & Co., Franklin 
Simon & Co., Inc., and Best and Com- 
pany. 

The results of the study may be 
seen from the following table which 
shows in round numbers the num- 
ber of times each article was adver- 
tised in these two papers on the dif- 
ferent days of the week for a period 
of six months. The days are the sell- 
ing days, the days on which the mer- 
These are not 


chandise was _ sold. 
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necessarily the days on which the ad- the Tuesday morning Times. Monday’s 
vertisements appeared in the papers. figure includes the Saturday Sun and 
For example, Tuesday’s figure is made the Sunday and Monday Times. The 
up of the Monday evening Sun and table is as follows: 















































Article Mon. Tues. Wed. Thurs. | Fri. Sat. Total . 
~ T. Piece Goods mei an Es | ces oa 

( Total) 135 71 68 99 30 9 412 
Silks, Velvets 34 20 17 12 8 5 96 
Woolens 10 2 5 9 26 
Cottons 40 16 18 26 5 2 107 
Domestics 14 8 8 10 6 l 47 
Linen 18 9 3 11 l 42 
Towels 5 2 5 7 4 23 
Bedding 14 14 12 24 6 1 71 

II. Small Wares 

( Total) 41 46 74 53 |; 59 | 31 | 304 
Laces l 3 1 1 | | 6 
Ribbons l 1 | 2 
Notions | =. 1 2 
Toilet Articles sin2i | w 13 3 | 60 
Pewter . i = 4) 4 o 7 18 
Silver 4 ia | | 7 2 | 21 
Jewelry 26 13 | 42 | 27 30 | 23° | 161 
Umbrellas 1 3 l 6 3 14 
Art Goods 1 2 1 | 4 
Stationery 4 l 2 10 
Books 2 1 1 2 6 

III. Accessories 

( Total) 331 284 380 340 385 300 |2020 
Neckwear 1 2 4 7 
Flowers 7 2 2 $s | 8 5 | 22 
Handkerchiefs 2 4 5 6 | 8 2 | 27 
Hats 54 55 57 46 | 63 81 | 356 
Gloves 18 16 22 16 | 22 17 | 111 
Corsets 24 24 23 | 37 | 34 ) 1 3 | 155 
Hosiery 46 38 | 53 | 34 | 39 | 26 | 236 
Lingerie 67 44; 65 | S57 55 | 17 | 305 
Slips + 3 | 10 8 | 4 {1 2 
Robes >| 6] 5 5 8 2 29 
Infants’ Wear 40 | 19 | 35 22 27 23 166 
Bags |; 21 | 27 | 2 26 38 32 170 
Women’s Shoes | 46 43 | 80 71 72 68 380 
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Article Mon 
Children’s Shoes 2 
IV. Ready-to-wear 
( Total) 572 
Coats 133 
Suits 57 
Dresses 182 
Blouses | 10 
Formals | @ 
Jackets | 5 
Fur Storage | 2 
Fur Coats | 34 
Formal Wraps 30 
Girls’ Clothes 4 
Junior Dresses | 2 
Sports Wear | 25 
Knit Wear ee. 
Bathing Clothes | 34 
Riding Clothes 2 
Maids’ Clothes 3 
Furs 7 
V. Men-Boys’ | 
Wear 
(Total) 109 
Suits 39 
Furnishings 13 
Hats 9 
Boys’ Clothing 13 
Shoes 11 
Coats 10 
Underwear ° 
Shirts . 
Chauffeurs’ 
Clothes 
VI. Home Furnish- 
ings 
( Total) “ 
Furniture 72 
Mattress 1 
Rugs 52 
Drapes,Curtains | 15 
Lamps 7 








351 


13 
14 


19 
16 
19 


126 
37 
24 
14 
14 
10 


16 


143 


67 


21 
13 




















Thurs. Fri. 
5 8 

453 407 
91 85 

41 31 

166 131 
22 18 

27 23 

es ie 
| 4 5 
21 11 

| 23 
5 6 

2 8 
12 9 
| 13 20 
ye -: 19 
1 2 

8 10 

126 133 
50 40 

22 19 

4 8 

12 17 

11 20 

6 14 

3 2 

ig 12 

l 

194 87 
5 2 

66 35 

8 l 

| 34 12 
29 10 

9 8 





Sat. 


424 
114 


135 
18 
12 
19 
19 

6 
13 
18 


13 


188 
65 
18 


37 
16 
25 


14 


22 








Total 
27 


2743 
594 
250 
909 

83 
154 
31 
18 
121 
129 
27 
92 


| 124 


16 


771 
265 
107 
87 
103 
87 
69 
32 
87 


840 
22 
332 
24 


| 152 


83 
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Article Mon. Tues. Wed. | Thurs. Fri. Sat Total 
China, Glass nib i Hn | 22 7 3 | 9 
Electric Appli- 

ances 4 7 a. l l | 24 
Pictures a ae ‘co oe | 16 
Mirrors ‘4-4 si 2 i @ | 13 
Pianos > 1 3 | 5 
Radio a 4 4 | 2 16 
Victrola 4 3 | 7 
Kitchenware ] 4 l 5 

VII. Miscellaneous | | 

(Total) 134 73 4% | 90 | 91 63 545 
Optical Goods > | >i & it 8 7 28 
Toys ob ae 6 | 8 7 2 29 
Sport Goods 5 | 10 7/14] 8 | 9 | 83 
Luggage 15 14 | 20 | 18 is i 3 83 
Restaurant om oa 3 
Candy | | l | 434 3 
Groceries = :s 3% 1 TS 20 
Beauty Parlor 51 3 | 19 12 | y 4 92 
Good will | 49 | 40 35 33 | 43 34-234 

Total | 1512 | 1118 | 1421 [1355 | 1192 | 1037 , 7635 





Trends Observed 


A study of the results of this in- 
vestigation shows some definite trends. 
Silks, cottons, infant's wear, ready-to- 
wear, and furniture seem to be adver- 
tised more consistently on Monday ; 
toilet articles on Tuesday; gloves and 
hosiery on Wednesday; bedding and 
corsets on Thursday; bags on Friday: 
and men’s suits and girls’ and boys’ 
clothes on Saturday. 


The question is whether these days 
are the best ones on which to adver- 
tise the articles or whether it is all a 
hit or miss proposition. Undoubtedly 
there is some reason behind the above 
results. Most advertising managers 
plan their weekly advertising for boys’ 
and girls’ clothes for Saturday be- 


cause, with no school on that day, par- 
ents can take their children shopping. 
Saturday is also a good day for men’s 
suits because many men have Satur- 
day afternoon free and that is the only 
time they can make their purchases. 
Dresses, coats, and suits are preferably 
advertised the first of the week be- 
cause women require time to shop and 
spare time is more easily found at the 
beginning rather than at the end of the 
week. 


Further Study Planned 


It seems logical, too, that advertis- 
ing should be based on sales. If the 
sales in furniture are greater on Mon- 
day, then the advertising probably 
should be more for that day’s selling 
Advertising, however, does not seem 
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to be planned that way. This study is 
only a beginning. It is intended to 
look into the sales of several stores to 
determine whether their daily advertis- 
ing corresponds with their sales. Fur- 
thermore, a number of advertising 
managers will be interviewed and 
asked the following questions: 

1. Do you think that it is more ad- 
vantageous to advertise a certain kind 
of merchandise on a certain day? 

2. Does your store do this or is 
your advertising a hit or miss proposi- 
tion? 
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3. Do you think these figures sig- 
nificant and indicate trends in adver- 
tising ? 

4. If it is proved that it is more 
advantageous to advertise certain ar- 
ticles on certain days of the week, will 
it lead to a change in your advertising 
plan? 


Advertising is a necessary expense. 
The purpose of this study is to help 
the store to apportion its advertising 
expenditures so that it will get the 
most profitable returns. 


eAccounting and Control Division 





Revision of Retail Downward 
vs. Markdowns 


ELMER O. SCHALLER 


With the increase tn rebates from vendors on account of a lower price 

level, the accounting for such price changes, in both cost and retail, ts 

of importance. A logical procedure is here tresented, one that is prac- 

tised by leading stores and that ts in accordance with the retail method 
of inventory. 


ERTAIN accounting operations un- 

der the retail method of inventory 
have caused considerable discussion 
recently. One of the phases of the 
retail method has not been stand- 
ardized by the Controllers’ Congress 
of the National Retail Dry Goods As- 
sociation. It is the use of revisions of 


Beginning inventory 


Purchases for period 


Total merchandise handled 


retail downward vs. markdowns, and 
the use of additional markup cancella- 
tions. 
Example of Retail Method 

Under the retail method of inven- 
tory, the initial markup percentage is 
computed from the accumulated cost 
and retail for the period. 





$10,000 $15,000 
5,000 7,500 
$15,000 $22,500 33 1/3 per cent 
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The closing inventory at retail is de- 
rived by subtracting certain deductions 
from total merchandise handled, the 
deductions including net sales, net 
markdowns, and net shortages. 





Total merchandise handled $22,500 
Deductions : 

Net sales $6,000 

Net markdowns 300 

Net shortages 100 6,400 
Closing inventory at 

retail $16,100 


By multiplying the closing inventory 
at retail by the complement of the in- 
itial markup percentage, the cost of 
closing inventory can be computed. By 
multiplying the $16,100 by 66 2/3 per 
cent, a closing inventory of $10,733.33 
is derived. 

The cost of goods sold may be fig- 
ured in the ordinary way : Cost of clos- 
ing inventory is subtracted from cost 
of total merchandise handled. Cost of 
goods sold subtracted from net sales 
gives gross margin, and gross margin 
less operating expenses gives operating 
profit. 

From the illustrative problem, it 
may be deduced that markdowns do 
not affect the initial markup. On the 
other hand, if goods are increased in 
price after they are on the floor, this 
additional markup increases the retail 
of the total merchandise handled. If 
the additional markup, over and above 
the original markup, is $50, then the 
total merchandise handled is $15,000 
at cost and $22,550 at retail, resulting 
in an initial markup of 33.48 per cent. 
Although markdowns do not affect the 
initial markup percentage, additional 
markups do affect it. 
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Markdowns and Markup 
Cancellations 

A markdown is a reduction from 
the original retail price or from a 
marked-down price and not a reduc- 
tion from the price which includes ad- 
ditional markups. If the original price 
of an item is $1.50 and is reduced to 
$1.25, the markdown is 25 cents. If the 
goods were originally marked at $1.25 
and raised to $1.50, the additional 
markup is 25 cents. If they are subse- 
quently reduced to the original price, 
$1.25, the additional markup is mere- 
ly canceled. Interpreting the retail 
method of inventory strictly, there is 
no markdown of 25 cents, but instead 
an additional markup cancellation, 
wiping out the previous additional 
markup. 


Since additional markups affect the 
percentage of initial markup, addi- 
tional markup cancellations also affect 
the initial markup percentage. It is 
therefore necessary to determine in 
each case whether a reduction in price 
is an additional markup cancellation or 
a markdown. 

An additional markup cancellation 
may occur only in connection with an 
additional markup, previously taken. 
The buyer originally takes the addi- 
tional markup because he thinks he 
can get more for the goods than the 
price at which they were marked when 
purchased. After he has taken the ad- 
ditional markup, he realizes that the 
goods will not sell at the higher price, 
and reduces them to the former price, 
thus canceling the additional markup. 
The additional markup cancellation is 
thereby a correction of the additional 


markup. It is difficult to determine 
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at the time of a price reduction, how- 
ever, whether or not the goods have 
had an additional markup, unless de- 
tailed records have been kept. In case 
of a doubt as to whether the goods 
have had an additional markup previ- 
ously, the Government requires that 
the reduction be classified as a mark- 
down instead of an additional markup 
cancellation, since it prohibits affect- 
ing the initial markup percentage ex- 
cept in clear-cut cases. Unless there 
are records to prove that the goods 
have carried an additional markup, the 
reduction should be a markdown, in- 
stead of an additional markup can- 
cellation. Because of the difficulty of 
providing such records, it is a common 
position to regard all price reductions 
as markdowns. 


Rebates From Vendors 


Although the above treatment of ad- 
ditional markup cancellations has been 
recognized, there is some question as to 
Treatinent as a markdown 
Gross purchases 

Reduction for decline, rebate having 

been given by vendor according 
to agreement guaranteeing against 
price declines 


Net purchases 
Markdowns 


how allowances from vendors should 
be treated. A vendor agrees to pro- 
tect the retailer in case of a decline in 
wholesale prices. If the wholesale price 
declines and the vendor gives an al- 
lowance or rebate to the retailer on his 
present stock and if the retailer marks 
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his goods down, there is some question 
as to the proper treatment. Quite ob- 
viously, the allowance from the vendor 
is a reduction in the purchase price 
and should be subtracted from the 
cost of purchases. Although the cost 
adjustment is clear, the reduction that 
the retailer makes in his retail price 
may be treated as a reduction of the 
purchase at retail or as a markdown. 


The effect of handling this trans- 
action in both ways may be illustrated 
as follows: cost of purchases $100, 
original retail purchases $150, rebate 
on purchases allowed by vendor be- 
cause of a price decline, $10. The re- 
tailer reduces the retail price $15. 


From this treatment, it appears as 
if the markup had increased from 
33 1/3 per cent to 40 per cent. Logic- 
ally, the markup percentage should 
remain as 331/3 per cent, since the 
cost and retail of purchases have been 
reduced proportionately. Treating the 








Cost Retail Initial Markup % 
$100 $150 (331/3% to date) 
10 
$90 $150 40% 
$15 


reduction as a markdown inflates the 
markup percentage. This practice has 
the effect of deflating the cost of 
closing inventory, inflating the cost of 
goods sold, and deflating gross mar- 
gin and net profit. Treating this re- 
duction as a markdown, therefore, is 
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erroneous, leading to understated prof- 
it figures that the income-tax officials 
would be justified in rejecting. 

Treatment as a revision of retail 
downward (reduction from retail of 
purchases): The second method, that 
of treating reductions of retail as a de- 
duction for purchases at retail when 
the wholesale price has declined and 
the manufacturer reimburses the store 
for the decline of cost price, is the 
correct one. 


Gross purchases 
Reduction for decline, rebate, etc. 


a downward revision of retail so as 
not to lower the initial markup per 
cent and $10 as a markdown. Since 
the initial markup per cent is 33 1/3 
per cent and the cost reduction is $10, 
the retail reduction must be $15 if the 
markup percentage is to be unaffected. 
The remaining $10 of the $25 reduc- 
tion at retail constitutes a markdown. 

If the price reduction at retail were 
only $10, equal to the amount of the 
reduction at cost, the markup percent- 


Initial Markup % 
33 1/3% (to date) 


Cost Retail 
$100 $150 
10 


Reduction of retail of purchases as re- 
sult of decline in wholesale price when 


price has been guaranteed 


Net purchases 


The demonstration shows that this 
method is the one that should be used 
since the initial markup is not affect- 
ed. The cost has been reduced by 
$10 and the retail by $15. The re- 
duction is made in proportion to the 
initial markup, the cost being two 
thirds of the retail. 


Special Cases 


If the retail reduction is out of pro- 
portion to the reduction of cost, the 
procedure has to be supplemented. 
Suppose that the retail is reduced $25, 
instead of $15. If the entire $25 were 
treated as a reduction of the retail 
purchases, the markup would be re- 
duced irom 33 1/3 to 28 per cent. A 
reduced initial markup means an in- 
flation of the cost of the closing in- 
ventory. The correct treatment of the 
$25 reduction is to treat $15 of it as 





$ 90 $135 33 1/3% 


age would actually be increased some- 


what. The retail reduction should be 
subtracted from the accumulated retail 
inventory plus purchases rather thar 
treated as a markdown. 
Initial 
Cost Retail Markup 
Purchases $100 $150 331/3% 
Reduction 10 10 


90 =140 35.7% 


Had the retail reduction been treated 
as a markdown, the initial markup 
would be 40 per cent, an inflated 
figure in view of the actual relation- 
ship between the cost and retail value 
of the stock. The cost value surely 
has not fallen to $84 ($140 x .60), 
but only to $90. 

Reiterating, if the reduction at re- 
tail is more than the average retail of 











WE MAY BE WRONG BUT—WE ARE MAKING MONEY 


the cost of the reduction, the excess 
is a markdown, the cost and retail of 
the reduction not affecting the initial 
markup percentage. If the reduction 
at retail is in smaller proportion than 
the reduction at cost, its entire amount 
should be subtracted from the accumu- 
lated retail inventory plus purchases, 
thereby increasing the initial markup 
percentage. 


Stores call reductions of purchases 
at retail by different names. Some call 
them “revisions of retail downward” 
(as distinguished from markdown), 
and some call them “claims against 
vendors at retail’ (for guarantees 
against price decline). The former 
term seems to be preferable. 


a 


WE MAY BE WRONG BUT- 
WE ARE MAKING MONEY 


This is an excerpt from an article 
appearing in the December 1930 
issue of the Dry Goods Economist 
and written by a controller who 
remains anonymous. 


To be frank about markup, we 
think higher markup is the only salva- 
tion for retailers today. We don’t 
preach that in public, but we practice 
it in our marking room. Depart- 
ment stores have for years been fight- 
ing a losing battle against rising ex- 
penses. You all know the story. For 
our part, we cannot see a possible 
chance for materially lowered ex- 
pense percentages in the near future. 
We may be wrong, but we believe our 
markup percentage, instead of being 
lowered, must actually be raised to 
keep our business healthy. Further- 
more, we know it can be done. 
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Lower Prices and Dollar Markup 


Doubtless every controller has ana- 
lyzed the effect of lowered wholesale 
and retail prices. Bear with me if I 
quote an example. A line of hosiery 
which last year cost $15 a dozen and 
sold for $1.95 (total retail $23.40) 
now costs $12.50. At first thought the 
new retail price would be $1.65 (total 
retail $19.80). But see what hap- 
pens. If $1.65 becomes the new re- 
tail price, the markup percentage is 
raised from 35.9 per cent to 36.9 per 
cent. Fine! But the gross margin, 
the cash from which we pay our bills, 
is considerably less. Where once it 
was $8.40, it shrinks to $7.30. That’s 
13 per cent off. 

We then cannot dodge this crucial 
question: Will the selling expense in 
dollars, overhead and all, be 13 per 
cent less on twelve pairs of hose at 
$1.65 than it was on the same quan- 
tity at $1.95? In our store we doubt 
it and we face this disturbing situa- 
tion: If we price the hose at $1.65, 
we must reduce the selling expense 13 
per cent merely to stay even. We 
must get the same efficiency for 87 
cents that we got last year for $1.00. 


If these hose be priced $1.75 instead 
of $1.65, the markup jumps to 40.5 
per cent but produces scarcely any 
different gross margin in dollars from 
that obtained last year at the $1.95 
price on 35.9 per cent markup. Think- 
ing of gross margin in terms of dol- 
lars rather than percentages makes it 
clearer. Taking the store as a whole 
and looking at it from all angles, we 
cannot possibly figure how our 193] 
profits can be kept up without in- 
creasing our markup over last year’s, 
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and ours was higher than the average 
then. 

That decision may be wrong. It is 
made in the face of many eloquent 
and prominent authorities who pro- 
claim (in public) that the costs of re- 
tail distribution are outrageously ex- 
cessive, that the spread between raw 
material and finished product is out 
of all reason, and that retailers must 
reduce their prices so people will be 
encouraged to buy in quantity. Those 
things may be true for 1940 but we 
think that for 1931 they are a big 
bunch of bad advice. We may be 
wrong but—we are making money. 

It seems certain that in 1931 mer- 
chandise unit prices will be lower than 
in 1929. We maintain it is playing 
with fire to presume unit sales will 
increase enough to offset lowered 
prices. It is equally unsafe to slash 
expenses enough to balance the re- 
duced gross margin. People still ex- 
pect, demand, and trade where they 
get service, which is just another 
name for expenses. 

How much does the customer know 


about values? Much about style 
values; very little about intrinsic 
values except in year after year 


staples. Keeping that in mind, we 
do not let the invoice set our selling 
price. We use it merely to establish 
a minimum below which we will not 
go. 

Most stores claim (in public) that 
if a department manager shows a ten- 
dency to get too much markup they 
always put a damper on him. We en- 
courage such a man. We have never 
yet seen a department go backwards 
on account of high markup if that 
markup was accompanied by a high 
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sense of style values. For every de- 
partment there exists what is general- 
ly recognized as a correct markup per 
cent. We feel practically all those 
per cents are too low for conditions 
as they actually exist. The iong prof- 
it of yesterday is a short profit today. 
We never pass up an opportunity to 
urge upon manufacturers the need of 
higher retail markups. 

Too many department stores have 
“saled’” themselves into the position 
of being no more than merchandise 
slaughter houses. Such policies never 
built the kind of prestige we want. 
We still believe there are many peo- 
ple—the very kind of people whose 
trade we want—who turn away in dis- 
gust from this avalanche of sale pro- 
motions. They resent the implication 
that cheapness has suddenly become 
everybody’s god. We hold that noth- 
ing is a bargain unless it is just what 
the customers want, and we have yet 
to find such merchandise among the 
job lots offered at big reductions. 

A significant feature about this 
gradually decreasing spread between 
gross margin and expenses is ex- 
pressed by the Harvard Bureau in 
this paragraph: “One must not lose 
sight of the fact that these unfavor- 
able trends in expense and profit have 
continued during some of the most 
prosperous years in the recent experi- 
ence of the country.” 

Markdowns, many say, must be re- 
duced before we can hope for better 
profits. We think markdowns are an 
inseparable part of any style business. 
As style increases markdowns will 
grow. Style makes higher markups 
obligatory. We may be wrong, but— 
we are making money! 
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Acetate Rayon 


IsABEL B. WINGATE 


Training directors have been confused in teaching salespeople about 

synthetic fibers because of the conflicts of opinion in regard to the 

use of the term rayon. This article goes a long way towards stand- 
. ardizing the term. 


NTIL recently, synthetic yarns 
U made by the acetate process have 
been manufactured most extensively 
by the Celanese Corporation of Amer- 
ica. Now, companies formerly manu- 
facturing by other processes have be- 
gun to use the acetate process as well. 
Cloths made of these acetate yarns 
have won their place among fine textile 
fabrics on account of their beauty, 
practicability, and quality. The diver- 
sity of weave, finish, soft luster, rich- 
ness, and originality of color and de- 
sign give fabrics made of these yarns 
an especial style value. 


Four Manufacturing Processes 


There are four processes used to 
manufacture synthetic yarns; namely, 
(1) viscose, (2) nitro cellulose, (3) 
cuprammonium, and (4) cellulose ace- 
tate. These processes all produce man- 
made fibers of cellulose or cellulose 
compound as distinct from silk, wool, 
cotton, or linen, which are “natural” 
fibers. To distinguish the fibers pro- 
duced by these processes from the 
natural textile fibers, the generic name 
—‘rayon” has been coined. It may 
be defined as follows: “Rayon is the 
generic name of filaments made from 
various solutions of modified cellulose 
by pressing or drawing the cellulose 
solution through an orifice and solidi- 


fying it in the form of a filament, or 
filaments, by means of some precipi- 
tating medium.” 

In general, three processes, viscose, 
nitro cellulose, and cuprammonium re- 
quire two principal operations : 

1. Conversion of cellulose into solu- 


tion. 

2. Regeneration of cellulose into 
the form of filaments and 
threads. 


Characteristics of Acetate Yarns 


The cellulose acetate process, how- 
ever, differs from the other three in 
the chemical composition and charac- 
teristics of the product. Cellulose ace- 
tate thread is not a regenerated cellu- 
lose, but an acetate of cellulose. To 
explain, viscose, nitro cellulose, and 
cuprammonium secure cellulose solu- 
tion for their yarns through the chemi- 
cal treatment of the cellulose in wood 
pulp or cotton linters. The final yarn 
made by these processes is practically 
pure cellulose with only traces of 
chemicals. The process begins with 
cellulose and finishes with cellulose 
(regenerated cellulose). The acetate 
process begins with cellulose but fin- 
ishes with a compound of cellulose. The 
final filament is not a pure cellulose 
filament but is rather cellulose in com- 
bination with acetic acid. Acetate 
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threads or yarns possess different dye- 
ing characteristics from those of the 
other three. The yarn, when subjected 
to the same humidity, carries less 
water than the others. Acetate fibers 
do not burn as rapidly as other syn- 
thetic types and are the only synthetic 
yarns that leave a residue. They 
“melt” or “fuse,” burn rather slowly, 
and harden immediately into a brittle 
substance, similar to a charcoal globule. 
“Acetate” fabrics do not scorch so 
quickly as do those made from other 
types of synthetic yarn, but at a point 
above the scorching point of the other 
types, acetate fabrics will melt and 
disintegrate. The launderer must use 
great care, therefore, in ironing this 
material. Furthermore, acetate fibers 
have been a source of trouble to dry 
cleaners, since many organic solvents 
cause the fibers to swell, while others 
dissolve them. Even though most dry 
cleaners and launderers now know 
how to clean this type of synthetic 
fiber properly, the consumer should aid 
the dry cleaner by telling him that her 
cloth is “acetate.” 


Is Acetate Yarn Rayon? 


The questions then arise: Should 
there be a distinct name, other than 
rayon, for yarns made by the cellu- 
lose acetate process for reason of the 
chemical composition and other dis- 
tinctive characteristics? Will the cus- 
tomer be confused by two different 
names? What shall the training de- 
partment teach the salespeople? 

With these questions in mind, the 
writer made inquiries of various rayon 
manufacturers who are using more 
than one process in making synthetic 
yarns. The cellulose acetate process 
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has only recently been adopted by the 
following large companies: Viscose 
Company, Tubize Chatillon Corpora- 
tion, and Du Pont Rayon Company. 
The Viscose Company has been iden- 
tified with the viscose process, but is 
now also manufacturing yarns by the 
acetate process, calling the product by 
the brand name, ‘‘Seraceta.”” The Tu- 
bize Chatillon Corporation is using all 
four processes. Their new acetate 
yarns are known as “Chacelon.” 
Branded acetate yarns made by Du 
Pont Rayon Company are called 
“Acele.” While these brand names for 
the yarn will be used largely “in the 
trade,” if the woven fabrics are ad- 
vertised to the customer under so many 
different brands, it will be most con- 
fusing to her, unless she knows the 
generic name under which they should 
be classified. 


The large manufacturers who are 
making yarns by two or more pro- 
cesses agree that, regardless of differ- 
ences in chemical characteristics of the 
acetate yarn, salespeople and stu- 
dents of textiles should be taught that 
there are four processes used to make 
rayon. These are viscose, nitro cellu- 
lose, cuprammonium, and cellulose ace- 
tate. Two of these manufacturers feel 
that to promote another generic term 
or to refuse to accept the term rayor. 
would defeat the very term they have 
been sponsoring for a number of years. 
To call acetate fibers by another name 
would necessitate an entire change of 
promotional policy and a loss in money 
already spent in advertising their rayon 
products. Inasmuch as the largest 
manufacturers of synthetic fibers wish 
to continue with the generic term, 
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rayon, to cover yarns made by four 
processes, the customer and salesper- 
son should recognize all man-made 
fibers manufactured from cellulose by 
this name. If acetate rayon requires a 
difference in method of laundering, 
the buyer should inform the sales- 
people which merchandise is of the 
acetate type. The training department 
should provide, in its course in tex- 
tiles, information as to the methods 
of making synthetic yarns together 
with the selling points and any instruc- 
tions which the customer may need in 
caring for different rayon fabrics 
properly. In one store, a printed slip 
of rules for laundering is included 
with every customer’s purchase of ace- 
tate rayon. 


= 


NEW STUDIES OF RETAIL 
PERSONNEL 


Committees of the Personnel Group 
of the National Retail Dry Goods As- 
sociation have recently published in- 
teresting reports on “Training for 
Juniors” and “The Induction of the 
New Executive.” Subject matter, con- 
clusions, and recommendations are 
based on a careful analysis of actual 
practices in many department stores. 
The reports are valuable to all person- 
nel executives in retail stores who are 
interested in making comparisons and 
improving their own methods. 

Training for Juniors 

The report on junior training is 
compiled from material submitted by 
twelve stores. The term “junior” is 
variously applied in these organiza- 
tions but in general is understood to 
include all employees who hold simple 
routine jobs, involving comparatively 
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light responsibility. This classification 
includes seventeen groups of workers 
such as inspectors, cashiers, wrappers, 
messengers, charge authorizers, and 
receiving-room clerks. 


No store on the list reports job 
training for all of its junior groups, 
but, in one store or another, all the 
groups in the different classifications 
are being introduced to their work and, 
in most cases, they are receiving defi- 
nite instruction. The report empha- 
sizes the need for repetition, review, 
and follow-up in junior training. A 
common weakness among untrained 
job instructors is that they tell rather 
than teach novices what to do. 


The Induction of the New 
Executive 


One of the outstanding and increas- 
ingly important problems of retailing 
today is that of the new executive— 
where to find him, and how to make 
him become productive as speedily as 
possible. The manner in which an in- 
dividual is put into his job largely de- 
termines this latter point, as well as 
influences his loyalty to the organiza- 
tion and his ultimate performance on 
the job. 

In preparing this report, replies to 
questionnaires were received from 
twenty-seven stores. The question 
asked dealt with the following four 
phases of the study: 

1. Procedure followed in employing 

the new executive 

2. Practices followed in familiariz- 

ing the new executive with the 

store and the job 

. Incentives offered 

4. Problems met in orienting the 
new executive 


Ww 
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Some interesting facts were re- 
vealed. There is a striking agreement 
among stores that vigorous effort 
should be made to fill executive vacan- 
cies from within the organization. 
From the number of positions filled 
during the past six months about 70 
per cent were from within the organi- 
zations. In filling these vacancies, the 
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report shows that over half the stores 
place part of if not the total responsi- 
bility in the personnel department. 
More than half of the stores report 
some formal period of time given over 
to training or orientation of the new 
executive. The length of this period 
varied from one day to three weeks. 
oF. a. 


Book Reviews 


The Model Stock Plan, by Epwarp A 
Firene. New York: McGraw-Hill Book 
Company, Inc., 1930. 

In 1925, Mr. Filene’s book, More Profits 
from Merchandising, was one of the chief 
media for arousing general realization of 
the advantages of a few carefully chosen 
price lines. The Model Stock Plan, written 
some five years later, brings the subject up- 
to-date, revises some of the original conclu- 
sions, and presents a more complete state- 
ment of the nature of the plan of complete 
assortments of bargains in three price lines. 

This book deals definitely with fundamen- 
tals and not with system and functions of 
departments. It presents and defends what 
the author believes to be the cardinal prin- 
ciples for successful merchandising. There 
is room for disagreement, of course, but the 
book is a challenge to every merchandiser 
who does not practise these principles. 

Mr. Filene originally provided for “in- 
between” price lines in addition to his three 
full-line prices. He now insists that more 
than three price lines in a classification of 
a department are undesirable and he pre- 
sents an able defense of this position. Many 
will feel, however, that the position is ex- 
treme, that the limitation to three is not es- 
sential and not always desirable. Mr. Filene 
would cater to higher and lower income 
customers by means of de luxe and base- 
ment departments. His discussion of the 
problems of merchandising the former is 
an important contribution to retailing lit- 
erature, for information on the subject is 
found in probably no other work. 


Here is a book that every student of mer- 
chandising should study. It will give him a 
philosophy of retailing that will illuminate 
his thinking. 

J. W. W. 


Psychology in Modern Business, by Harry 
W. Hepner. New York: Prentice-Hall, 
Inc., 1930. 

Mr. Hepner has undertaken to approach 
the psychological problems of business from 
the standpoint of a business man. As such, 
his book should be of real assistance to the 
executive and the student of commerce, for 
it suggests methods of analyzing and influ- 
encing employees, customers, and associates. 

The business man spends a great deal of 
his time delving into the behavior of other 
people. He, too, must be analyzed in order 
that he may conduct his action along the 
most advantageous lines. The psychological 
problems, as presented by approximately 
five hundred business men, have been listed 
and an attempt made to throw light on some 
of the common difficulties. 

The book deals with such specific sub- 
jects as the fundamental attitude of the busi- 
ness man, extending credit, interviewing ap- 
plicants for jobs, promoting the employee, 
choosing a vocation, the business man and 
himself, the executive and the individual 
employee, the salesman and the prospect, 
marketing a product, business cycles, adver- 
tising and the appeal, the devices of adver- 
tising, the executive and groups of em- 
ployees, the executive and women employees, 
and research in business. M. K. 
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The Retail Executive, by THorNpike De- 
LAND. New York: Harper and Brothers, 
1930. 


The Retail Executive, His Preparation 
and Training will prove of value to young 
men and women who are considering re- 
tailing as a possible profession. There are 
many books that present able accounts of 
the different retail functions, but no book 
is its equal in its approach from the stand- 
points of qualification, training, and oppor- 
tunities. 


Mr. Deland is probably the best known 
placement agent for store executives. He 
was for many years in charge of this work 
with the Retail Research Association. He is 
in a position to give invaluable advice to 
beginners. He succeeds admirably. 


Almost half the book is devoted to the 
job of the buyer. This is the goal of most 
newcomers to the field and buyer turnover 
is particularly high, creating a greater de- 
mand and supply of buyers than of any other 
type of executive. The author points out 
that the present opportunities for buyers in 
the home-furnishings field are greater than 
in that of ready-to-wear. 


Throughout the book, Mr. Deland empha- 
sizes the need of a liberal-college education, 
or its equivalent, before specialization in re- 
tailing. He also stresses the importance of 
taking university courses in the various 
phases of retailing as a part of the special- 
ization process. 


The question is often asked, he writes, 
“whether one should spend four years in col- 
lege learning no special business or trade 
which he could be utilizing to learn the 
business that is to be his life work. The 
answer should always uncompromisingly ad- 
vise getting the education, because—the 
young person receives something of far 
greater value to him, financially, socially, 
and culturally. The biggest advantage that 
the college-trained man has is that he can 
tackle problems with the confidence that 
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he can master them because he has compre- 
hended and made use of the chief intellec- 
tual processes.” 


J. W. W. 
Bigelow-Sanford Survey of Rug and Carpet 
Merchandising. New York: Bigelow- 


Sanford Carpet Company, Inc., 1930. 


This survey, consisting of ten pamphlets 
of about thirty pages each, is virtually a 
text on retail merchandising. All the illus- 
trations, however, are drawn from one de- 
partment. If these were put out in book 
form, this work would rank as as unex- 
celled text. The name of the author of 
these studies is not revealed but he is evi- 
dently thoroughly familiar with the science 
of modern merchandising and with the out- 
standing studies that have been made re- 
cently by other research workers in the 
field. 


This study is probably a forerunner of 
many that will apply the principles of suc- 
cessful retailing to the operation of specific 
departments. The Bigelow-Sanford Carpet 
Company has made a signal contribution to 
the merchandising not only of rugs and 
carpets but also of every other product ir 
which the maintenance of price lines is 4 
factor. 

The titles of the ten reports are: 

1. Planning for Speeding Up Turnover 

2. Individualizing the Floor-Coverings 

Department 
. Records That Earn Profits 
. Maintaining a Balanced Stock 
. Foresight in Buying 
. Advertising Floor Coverings Success- 

fully 


. Displaying Rugs to Create Business 


non & WwW 
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8. Making Customers Out of Prospects 

9. Making Service An Asset 

10. Tying-in with Present-Day Trends 
J. W. W. 











Editorial 
The Challenge of the Lower 
Average Sale 


HE great problem of retailing for 
the year 1931 is the adjustment 
of merchandising and store-manage- 
ment activities to lower prices. In tak- 
ing prompt advantage of the pick-up 
in business, the merchant must seek 
both an increasing volume and a sub- 
stantial profit. The great problem is 
to make this profit in view of the radi- 
cal reduction in the retail price level. 
There is ample evidence that retail 
prices have been reduced. The Fair- 
child Retail Price Survey of repre- 
sentative cities shows a lowering of re- 
tail prices, fully in proportion to the 
decline in wholesale prices. The fol- 
lowing figures indicate the percentage 
of decline from November 1, 1929, to 
November 1, 1930. They are based 
on reports from stores in several cities 
which gave comparative prices on ap- 
proximately sixty articles, representa- 
tive of all major lines: 

Per cent of 

price decline 

November 

1929, to No- 
vember 1930 


New York City 22.0 
Buffalo, New York 28.7 
St. Louis, Missouri 20.0 
Los Angeles, California 21.0 
Cleveland, Ohio 25.0 
Baltimore, Maryland 15.0 
Fall River, Massachusetts 11.0 
Waterbury, Connecticut 10.0 
Smaller California cities 12.0 


A similar survey made by the Mer- 
chants Association of New York, 
based on findings of several stores, re- 


vealed that prices of women’s apparel 
in New York were from 10 per cent 
to 33 per cent below those of 1929. 
Irving Fisher’s Commodity Price In- 
dex stood at 93 at the end of 1929 and 
at 80 towards the end of 1930. It is 
highly probable that prices will con- 
tinue to be low during the coming 
year. Some advance may be expected 
but recovery will be gradual. Again, 
the long-time trend in prices is down- 
ward and it is unlikely that the high 
point of prices in 1929 will be reached 
at the top of the next cycle. 

With an increasing demand for 
goods but at a lower price level, the 
merchant may fail to realize a sufficient 
dollar margin of gross profit to cover 
his expenses. Unless the markup per- 
centage is increased when prices fall, 
the dollar amount of margin available 
for expenses and profits declines. For 
example, silk crepe selling at $2.29 
late in 1929 was selling at $1.26 late 
in 1930. With a gross margin of 35 
per cent in both cases, the dollar mar- 
gin is reduced from 80 cents to 44 
cents. The challenge is to reduce ex- 
penses in proportion or to increase the 
markup. 


Reducing Expenses 


Advertising and selling expenses 
may be reduced in proportion to the 
price decline but such action may pre- 
vent a store from getting its share of 
the increased retail expenditures of 
customers. Other major expenses pre- 
sent an even more difficult problem. 
Delivery, office, marking, storing, and 
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NOT MUCH LEFT FOR THE OLD HOUND 


supply expense depend upon number 
of transactions handled and not upon 
their value and absorb a larger por- 
tion of receipts from lower average 
sales. Other expenses, such as occu- 
pancy and some administrative charges, 
are constant. In so far as lower prices 
limit sales volume, these overhead 
charges eat into profits. 

To keep expenses in the usual per- 


centage to sales with lower prices pre- 
sents an obstacle that many retailers ~ 
will fail to surmount. Where expense 
economy was practised in the past, few 
new opportunities for expense reduc- 
tion will be found this year. Some 
stores may be able to adopt some prac- 
tises of such self-service stores as that 
of S. Klein, Fourteenth Street, New 
York. Such organizations have two 
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outstanding characteristics: First, they 
eliminate all extraneous services, al- 
lowing the customer to make her own 
selection unadvised and attracting her 
purely on a basis of merchandise 
values. Second, they control stock 
carefully, not by classification only, 
but by individual style numbers. The 
resultant turnover is much greater 
than that of the department store. The 
self-service stores have learned the 
secret of adjusting expenses to a very 
small dollar margin of gross profit. 
Stores that in the past have placed 
emphasis on their service features, 
however, will find it most difficult to 
adopt a complete change in policy. 


Increased Markup 


The second approach to the problem 
of the lower average sale is to increase 
the markup. As pointed out elsewhere 
in this issue, this attack is probably the 
chief hope for reasonable profits in 
1931. If the customer demands the 
same service on an article costing $1.00 
that she formerly required when the 
same article cost $1.50 and retailed at 
$2.25 (a markup of 33 1/3 per cent), 
she should be willing to pay consider- 
ably more than $1.50 for it because a 
50-cent margin is insufficient to yield 
the store a profit when a 75-cent mar- 
gin was formerly required. 


The chief obstacle in the way of a 
higher markup is custom—the ten- 
dency to recognize a standard percent- 
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age relationship between cost and re- 
tail. Another obstacle is the fear that 
a higher markup will make prices com- 
petitively too high and raise the cry 
of profiteering. As indicated in the July 
1930 issue of the JouRNAL OF RETAIL- 
ING, however, it is entirely possible to 
realize a higher initial markup and yet 
maintain all prices competitively right. 
This is accomplished by skill in selling 
larger proportions of the high markup 
goods that are carried in every stock 
and smaller proportions of the low 
markup goods. 

The great problem of distribution is 
not to decrease the spread in terms of 
percentage between wholesale costs and 
retail prices. It is rather to provide 
merchandise that will give consumers 
greater satisfaction in use in exchange 
for their purchasing power. Higher 
markup percentages are not contrary 
to this goal. They help to avoid the 
selling of inferior merchandise that 
does not give satisfaction and they 
make it possible for a store to make a 
small margin of profit. Without such 
an increase in markup, the outlook for 
1931 is unfavorable indeed. 

The challenge of the lower average 
sale will test the merchandising ability 
of every store executive. While some- 
thing can be done to curtail expenses, 
an increase in markup through the 
promotion of profitable items in stock 
is the chief point of attack. 

J. W. W. 








